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SECURITIES AND EXCHANGE COMMISSION
Recent enforcement actions against a "number of accountants, their firms and
clients for alleged improper accounting practices, audit failures and
financial fraud" add fuel to the fire of the critics who question the 
profession’s ability to regulate itself, according to SEC Chairman John 
Shad in a 1/10/84 address before the AICPA's Eleventh Annual Conference 
on SEC Developments. Chairman Shad re-capped a number of SEC initiatives 
affecting the accounting profession and touched on aspects of the self- 
regulatory program by mentioning that a special AICPA committee has been 
studying the five years experience of the Division for CPA Firms. He 
stated that "the Commission is hopeful that the program will be strengthened." 
In conclusion, Shad said that "the Commission’s initiatives are placing a 
greater reliance on the private sector to establish financial reporting 
principles and to enforce high standards of conduct within the accounting 
profession. Improvements in the implementation of these programs are en­
abling the profession to assume greater self-regulatory responsibilities 
and permitting the Commission to limit its involvement to an oversight 
role." Also addressing the conference, SEC Enforcement Chief John Fedders 
warned corporate officials and auditors that there is an "affirmative 
obligation to disclose" material non-public information to the public when 
Management Discussion and Analyses are filed with annual 10-Ks. Additionally, 
Fedders warned companies against "shopping" for favorable financial and 
accounting interpretations, coupled with a warning for CPA firms which dis­
regard GAAP in "an attempt to gain clients." Fedders also stated that the 
SEC's Enforcement Division would be recommending action in accounting fraud 
cases in the next six months.
The Executive Committee of the SEC-Business Forum on Small Business Capital
Formation will hold an open meeting on 1/19/84, for the purpose of planning
the Forum which is currently scheduled for this fall. The Executive 
Committee, comprised of appointees from several federal agencies and private 
sector organizations, including numerous representatives from CPA firms, 
will meet at the SEC, 450 Fifth Street, N.W., Room 3059, Washington, D.C., 
at 9:30 a.m. For additional information contact Steven Holtzman at 202/ 
272-2644.
SMALL BUSINESS ADMINISTRATION
"Understanding Corporate Planning," a series of one and one-half day seminars
covering an overview of the corporate planning process will be conducted 
by the firm of Watson, Rice & Company, CPAs, during FY 1984, as a result of 
a recent agreement with the U.S. Small Business Administration. Detailed 
discussions, according to an SBA release, will include competitive strategy, 
marketing planning, operations/human resources planning, and financial/ 
capital investment planning. Seminars will be held in Denver, Chicago, 
Atlanta, Los Angeles, and Washington, D.C. For additional information 
contact Diane McLeod at 202/653-6523.
TREASURY, DEPARTMENT OF
Simultaneous liquidation of parent and subsidiary corporations is the subject
of an IRS notice of proposed rulemaking (see the 1/10/84 Fed. Reg., pp. 1225- 
45). The document contains proposed regulations relating to the nonrecogni­
tion of gain or loss in the case of certain sales that are followed by a 
corporate liquidation. These regulations, if adopted, would provide guidance 
needed to comply with prior tax law changes in 1976 and 1978 and would affect
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certain sales of corporate property when a parent and one or more subsidiary 
corporations liquidate within 12 months after the adoption of a plan of 
complete liquidation. Comments are requested by 3/12/84. For additional 
information contact Carolyn Swift and 202/566-3458.
Application of the partnership audit rules, under IRC sections 6221-623±, to 
the crude oil windfall profit tax for 1983 were released by the IRS on 
1/6/84. Revenue Procedure 84-4 supersedes the rule in the instructions 
for Form 1065, U.S. Partnership Return of Income, and Form 6248, Annual 
Information Return of Windfall Profit Tax-1983. According to the IRS,
Rev. Proc. 84-4 also provides guidance on the rules that will be set forth 
in temporary regulations, and that taxpayers may rely on the revenue proce­
dure until the temporary regulations are issued in early 1984. Rev. Proc. 
84-4 will be published in Internal Revenue Bulletin No. 4, dated 1/23/84. 
For additional information contact the IRS Public Affairs Office at 202/ 
566-4024.
Installment obligations received from  liquidating corporations is the subject 
of a notice of proposed rulemaking by the IRS (see the 1/13/84 Fed, Reg., 
pp. 1742-47). The proposed rule relates to the reporting on the installment 
method gain attributable to the receipt of certain installment obligations 
by a shareholder from  a liquidating corporation. Changes to the applicable 
tax law were made by the Installment Sales Revision Act of 1980. These re­
gulations would affect all taxpayers who receive installment obligations as 
liquidating distributions and would provide them with the guidance to comply 
with the law. Comments are requested by 3/16/84. For additional information 
contact Lou Ann Craner at 202/566-3935.
Proposed regulations relating to the taxation of DISC income to shareholders
have recently been issued by the IRS. The proposal seeks to implement
provisions of the Tax Reform Act of 1976 which increase the number of deemed 
distributions of income to shareholders of domestic international sales 
corporations. The 1976 Act added four types of deemed distributions to 
those already in effect, including the general deemed distribution of 50 
percent of the DISC'S profits. Contrary to the usual result under DISC 
rules, which provide for tax deferral by not taxing shareholders until 
income is distributed to them, income deemed to be distributed is taxed 
immediately. The proposed rules cover two of the new types of deemed 
distributions, income derived from sales of military property and income 
attributable to export gross receipts. Future rules will govern income 
received through participation in international boycotts and from the pay­
ment of bribes to solicit business in foreign countries. Guidance is pro­
vided for compliance with technical changes, such as those governing the 
status of a controlled group of corporations in which more than one cor­
poration is a DISC. Existing regulations would be altered to conform 
to changes made by the TEFRA which increased the general deemed distribution 
for corporate shareholders to 57.5 percent while leaving the rate applied 
to individuals at 50 percent. The new rules would apply for years beginning 
after 12/31/75. Comments are requested by 3/9/84. For additional informa­
tion contact Jacob Feldman at 202/566-3289.
SPECIAL: PPSSCC RECOMMENDS TAXATION FOR SOCIAL SERVICE PROGRAMS
Taxation of federal subsidies such as Medicare, food stamps, and Aid to Dependent
Children has been proposed by the President’s Private Sector Survey on Cost
Control (the Grace Commission) . The PPSSCC recommended establishing a "cut­
off point" below which subsidy payments should not be taxed. The proposal
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was contained in one of six reports released this week by the group whose 
objectives are to advise President Reagan on cost-saving ideas, of which it 
has identified more than $424 billion over three years. The group also 
recommended establshing a fiscally acceptable limitation on total federal 
health care spending before the expenditures take place. The fiscal guide­
lines would restrict expenditures on all federal health care programs to 
increase no faster than the overall rate of growth in the U.S. economy. The 
federal government should invite competitive bidding from  the private sector 
and state and local health care systems to provide services to beneficiaries, 
based on the per capita spending rates established for each federal program. 
The PPSSCC is expected to complete its work this weekend.
SPECIAL; SENATE COMMITTEE TO BEGIN HEARINGS ON OMNIBUS BANKING REFORM MEASURE
Hearings on Sen. Jake Gam's (R-UT) financial services reform bill have been
scheduled for 1/16/84 in Salt Lake City, UT. The hearing will be the
first one conducted on S. 2181, the "Financial Services Competitive Equity 
Act." Introduced 11/18/83, the legislation seeks to allow bank holding 
companies to acquire insurance, securities and real estate firms while at 
the same time restricting investment in such activities by the larger 
institutions. Among the witnesses will be Treasury Secretary Donald Regan, 
FRB Chairman Paul Volker and various representatives from Utah's banks, 
S&Ls, credit unions, real estate firms, insurance and securities interests.
For additional information, please contact Gina Rosasoo, Nick Nichols, 
or Kathee Baker at 202/872-8190.
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